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ERISA RIGHTS
As a participant in a benefit plan covered by the Employee Retirement Income Security
Act of 1974 (ERISA), you are entitled to certain rights and protections. ERISA provides
that all plan participants shall be entitled to:
• Examine without charge, at the plan administrator's office or at the office of your
employer, all plan documents and copies of all documents filed by the plan with the
U.S. Department ofLabor, such as detailed annual reports and plan descriptions.
• Obtain copies of all plan documents and other plan information upon written
request to the plan administrator. The administrator may make a reasonable charge
for the copies.
• Receive a summary of the plan's annual financial report. The plan administrator is
required by law to furnish each participant with a copy of this summary annual
report.
In addition to creating rights for participants, ERISA imposes duties upon the people who
are responsible for the operation of the employee benefit plan. The people who operate
your plan, called "fiduciaries" of the plan, have a duty to do so prudently and in the
interest of you and other plan participants and beneficiaries.
No one, including your employer, or any person, may fire you or otherwise discriminate
against you in any way to prevent you from obtaining a welfare benefit or exercising your
rights under ERISA.
If your claim for benefit is denied in whole or in part, you must receive a written
explanation of the reason for the denial. You have the right to have the plan reviewed and
your claim reconsidered.
Under ERISA, there are steps you can take to enforce the above rights. For instance, if
you request materials from the plan and do not receive them within 3 0 days, you may file
suit in a federal court. In such a case, the court may require the plan administrator to
provide materials and pay up to $100 a day until you receive the materials, unless the
materials were not sent because of reasons beyond the control of the plan administrator.
If you have a claim for benefits which is denied or ignored, in whole or in part, you may
file suit in a state or federal court.
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The current advantage offered by the dependent care account may change as changes are
made in tax rules - so you will want to monitor your personal situation carefully, and may
wish to consult a tax advisor.
EXAMPLE:
Dave is married with two children and pays $4,800 a year in day care expenses for his twin
daughters.

Annual combined salaries
Less FlexFund deposit for child care
expenses (before taxes)
Taxable income
Less estimated federal income and
Social Security taxes*
Plus tax credit (20% of $4,800)
Annual income after taxes
Less child care expenses (after taxes)
Total annual take-home pay

*

With
Federal
Tax Credit

With
Dependent
Care Account

$35,000

$35,000

0
$35,000

- 4,800
$30,200

- 5,506
+ 960
30,454
- 4,800
$25,654

- 4,418
+
0
25,782
0
$25,782

Based on the married filing jointly and Social Security tax rates for 1994.

Dave and his wife will save $128 more in taxes by using the Dependent Care Account than
by using the federal tax credit.
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A tax credit is an amount subtracted from the actual tax you owe when you file your
annual tax return. The Federal Income Tax Credit is defined as a percentage of dependent
care expenses up to maximum expenses of:

•
•

$2,400 Per Year For One Dependent
$4,800 Per Year For Two Or More Dependents

The percentage ranges from 30% down to 20% depending on your adjusted gross income.
The chart below provides a summary of the benefits of the tax credit.
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$720
696
672
648
624
600
576
552
528
504
480

30%
29%
28%
27%
26%
25%
24%
23%
22%
21%
20%

f.eil:
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$1,440
1,392
1,344
1,296
1,248
1,200
1,152
1,104
1,056
1,008
960

In many cases you can receive a greater tax benefit by using the spending account rather
than the tax credit.
The following illustration shows how the Dependent Care Account can provide a greater
tax savings than the tax credit.
Note: If you earn more than the Social Security taxable wage base ($61,200
for 1995), you may pay the full amount of your FICA taxes during the
year.
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The health and welfare of you and your family is important to BLUE CROSS AND BLUE
SHIELD OF FLORIDA, INC., and we provide a program of employee benefits to help you
safeguard them. At the same time, we recognize that a number of you may incur expenses which
are not covered by the employee benefit plans in which you participate.
To assist you with these additional expenses, we are pleased to offer you a valuable opportunity to
participate in the Blue Cross and Blue Shield of Florida PremiumPlus and SelectFund plans.
FEATURES OF THE Blue Cross and Blue Shield of Florida, Inc. PremiumPlus Plan

• · • •

�:Pt
--�---·.- A

INTRODUCTION

Under the PremiumPlus Plan, if you contribute to the cost of your health and welfare benefits, you
may now do so through salary reduction. The tax savings will effectively reduce your cost for the
health care and/or life insurance plans in which you participate. If you are enrolled in the health
care and/or dental assistance insurance program, you will be considered to have elected to make
contributions for the coverage on a tax-free basis.
FEATURES OF THE Blue Cross and Blue Shield of Florida, Inc. SelectFund Plan
In addition, you may elect to participate in the SelectFund Plan:
•
•

SelectFund Health Care Account
SelectFund Dependent Care Account

The SelectFund accounts allow you to pay for eligible expenses with pre-tax dollars. Under a
spending account arrangement, you make pre-tax contributions to the plan from your salary each
pay period (before taxes are computed) and are then reimbursed for eligible expenses you incur
from your individual spending account(s) as you present your requests for reimbursement.
This summary plan description is designed to provide you all the information you need to
understand the salary reduction feature of the plan and to make decisions about your participation
in the options available to you. We have written this booklet with as few technical terms as
possible, so that you may clearly understand these benefits. Every effort has been made to make
the booklet as complete and accurate as possible. However, if a conflict should arise between this
booklet and the Plan, the terms of the Plan Document will govern.
The Compensation & Benefits department can supply you with any additional information you
might need to have a complete understanding of your benefits under the PremiumPlus and
SelectFund Plans. For more information, please contact the Compensation & Benefits department
at (904) 791-6408.
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GENERAL INFORMATION

Without
Salary Reduction

With Salary
Reduction

EFFECTIVE DATE, ELIGIBILITY AND CHANGE IN ELECTIONS:
Effective Date:
The effective date of the Blue Cross and Blue Shield of Florida, Inc., PremiumPlus and
SelectFund Plans is June 5, 1989. The first Plan Year is the (7) month period beginning
June 5 and ending December 31, 1989.
The 1990 Plan Year and all subsequent plan years will be the 12-month period beginning
on a January 1 Plan Anniversary Date.

Annual salary
Less group coverage contribution (before taxes)
Taxable income
Less estimated federal income
and Social Security taxes*
Annual income after taxes
Less group coverage contribution (after taxes)
Total annual take-home pay

Eligibility and Elections:

$25,000
- 1,200
$23,800

- 4,088
20,912
- 1,200
$19,712

- 3,816
19,984
0
$19,984

ANNUAL INCREASE IN TAKE-HOME PAY= $272

You are eligible to participate in the Plan on the earlier of:
•
•

$25,000
0
$25,000

The Plan effective date, or
1st day of employment

*

Based on estimated 1994 federal and Social Security tax rates for head of
household.

if you are a regular, full time employee. Regular, part time employees became eligible to
participate January 1, 1995.

In this simplified example, we have assumed that the employee contributes $100 a month
toward group medical coverage. This example does not include savings on state and local
taxes.

If you are enrolling (or are enrolled) in the SelectFund Plan which requires an employee
contribution, you will be asked to complete the Salary Reduction Plan Election Form.
This form is a requirement of the IRS rules which governs these types of plans.

When these insurance premiums are paid through salary reduction, this employee's taxable
income is reduced. The taxes on the reduced income are significantly lower. The tax
savings in this case is $272 per year.

To open a spending account, you must make an election by completing the enrollment
form and returning it to the Benefits department. This election must be made prior to the
Plan's Effective Date; during the open enrollment period prior to the Plan's Anniversary
Date, or prior to your eligibility date.

Understanding Your Dependent Care Benefit Options With The SelectFund Dependent
Care Account And The Income Tax Credit

Your participation in the Plan will become effective on the first day of the pay period
which begins on or after the Plan Effective Date, Plan Anniversary Date or the date the
enrollment is completed.

Currently if you are single parent, head of household, or married with a working spouse,
you are eligible to receive a Federal Income Tax Credit on up to $2,400 a year in expenses
for the care of one dependent or $4,800 a year for the care of two or more dependents.

If you do not complete the enrollment form on a timely basis, you will be considered to
have elected not to make any salary reduction contributions to pay for eligible expenses
you may incur during the Plan Year with respect to the flexible spending accounts(s).

You cannot use both the tax credit and the SelectFund account for the same dependent
care expenses, and expenses eligible for the tax credit reduced, on a dollar-for-dollar basis,
by the amount you contribute to a dependent care spending account. In deciding whether
to use the Dependent Care Account or the tax credit, you need to evaluate which will be
more advantageous to you.
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Change In Elections:

REMEMBER:

The maximum amount you may contribute to your account during a full 12-month plan
year is:
•
•

$3,000 SelectFund Health Care Account
$5,000 SelectFund Dependent Care Account

Your election is made for the Plan Year, and cannot be changed during the Plan Year
unless you experience a change in your family status.

Under the SelectFund Plan, you may change your elections regarding your participation
once a year during the December open enrollment period prior to the January 1 Plan
Anniversary Date for any reason.
During the Plan Year, you may not change your elections unless you experience a change
in your family status.
Qualifying family status changes may include: marriage, divorce or legal separation; birth
or adoption of a child; death or disability of a dependent; change in the employment status
of you or your spouse; significant change in health coverage of participant or spouse;
unpaid leave of absence, but not limited to those noted.

To avoid possible forfeiture of an unspent balance at the end of the Plan Year, you will
want to be conservative in estimating the eligible expenses you expect to incur.

If you experience one of these changes in family status, or have a question regarding your
personal situation, contact your Benefit department representative to review your
individual case.

Understanding The Tax Benefits

The Effect Of The Plan On Other Benefits

The tax benefits you receive from participating in the PremiumPlus and SelectFund Plans
derive from the fact that your contributions to the plans are made before payroll taxes
(FICA, federal, and most state and local taxes) are computed. Your salary, for tax
purposes, is reduced by the amount of your contribution, and you pay taxes only on the
reduced salary amount. The amount you save in taxes can effectively reduce the cost to
you of the health or dependent care benefits you have purchased.

The salary dollars you contribute to a spending account or for your group medical, dental
and/or life insurance under the PremiumPlus and SelectFund Plans are not subject to
federal, FICA (Social Security and Medicare) and most state and local income taxes, and
will not be included in the taxable income reported on your W-2 form. Amounts allocated
to your SelectFund Dependent Care Account will be shown in box #16 on the W-2 as
non-taxable earnings.

Salary Reduction Contributions Save You Tax Dollars

Some of the benefits provided by Blue Cross and Blue Shield of Florida, Inc. (i.e., life
and disability insurance, pension programs, etc.) are determined on the basis of your
earnings. For the purposes of determining these benefits, the PremiumPlus and
SelectFund Plans provide that your earnings will be your earnings before any salary
reduction contributions have been made.

When you pay your share of the costs for your family health care and/or dental insurance,
you save payroll tax dollars each pay period, and will notice an actual increase in your
take-home pay. The following example illustrates how salary reduction works to your
advantage.

However, under present law, your earnings, for the purpose of determining your FICA
earnings and your eventual Social Security benefits, do not include salary reduction
contributions made to the PremiumPlus and SelectFund Plans. This means that your
eventual Social Security benefits will be slightly reduced. The value of the FICA and
federal and state income tax savings to you usually exceed any reduction in your eventual
Social Security.
Further information about this is available from the Compensation & Benefits
department.
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GENERAL RULES FOR FLEXIBLE SPENDING ACCOUNTS
Regarding Contributions:
When you are first eligible to participate in the Health Care Account and Dependent Care
Account, and during the December open enrollment period each year, you may elect to
contribute a portion of your salary to your individual spending account to pay for eligible
costs you will incur during the Plan Year.
Your contributions for a Plan Year to a spending account can be used only to reimburse
eligible expenses which you incur with respect to that account. Contributions to one
account cannot be used to reimburse expenses which are eligible with respect to the other
account.

Alternative Source OfDependent Care Assistance Is Available
The federal government provides an income tax credit for dependent care expenses such
as those described above. While you may take advantage of the tax benefits available
under both the SelectFund Dependent Care Account and the Dependent Care Income Tax
Credit, you may not use them for the same expenses. You may only use them jointly to
the extent that your total expenses do not exceed $5,000 a year.
The federal income tax credit for dependent care expenses is regulated by the same rules
that govern the spending account, including the reporting requirement mentioned above.
The expenses which qualify for the tax credit are limited to $2,400 per year for the care of
one dependent, and $4,800 a year for the care of two or more dependents. More
information about these alternative sources of assistance is provided in the next section of
this booklet.

Regarding Excess Expenses:
Expenses that you incur in excess of your account balance at the end of the Plan Year
cannot be reimbursed nor carried forward for reimbursement in a subsequent Plan Year.
The Use-It-Or-Lose-It Rule:
Any balance in your account at the end of the Plan Year must be forfeited. Under IRS
rules for spending account plans, that balance cannot be carried forward to a subsequent
plan year, or used to compensate you in any way. Any funds forfeited under this so-called
use-it-or-lose-it rule will be either, a) equitably redistributed to all plan participants, or, b)
used to reduce the cost of providing this program to employees.
NOTE:

You can minimize your risk of forfeiture if you carefully and
conservatively estimate the eligible expenses you expect to incur
during the plan year before deciding on the amount you wish to
contribute to the spending account.

ENROLLMENT

To help reduce the expense of health care and dental coverages, you are automatically
enrolled in the PremiumPlus, allowing you to pay contributions towards health care and
dental premiums on a pre-tax basis. If you elect health care and/or dental coverage and do
not wish to participate in PremiumPlus, you must sign a declination form. The form is
available in the Compensation & Benefits department.
If you incur expenses that would qualify for a medical deduction on your income tax
return but have not been so deducted or otherwise reimbursed through your health
benefits plan, you can pay for these expenses with pre-tax dollars if you open a SelectFund
Health Care Account.
If you incur regular expenses for the care of a child, an elderly parent or other dependent
in order that you (and if married, your spouse) may work, you can pay for those services
with pre-tax dollars if you open a SelectFund Dependent Care Account.

If You Terminate Employment:

Completing Your Election
If you should terminate employment during a Plan Year, all contributions to your spending
account(s) will cease effective the date of your termination. For the Health Care Account,
you may only submit reimbursement expenses incurred up to your date of termination.
For the Dependent Care Account, you may only submit expenses up to the amount on
deposit at the time of your termination, provided the expense submitted is incurred in the
current plan year.

If you enroll in the SelectFund Health Care or Dependent Care Account that requires you
to make an employee contribution, you must complete the Salary Reduction Election
Form, and return it to the Compensation & Benefits department. This form is a
requirement of the IRS rules which govern these types of plans.

To open a flexible spending account, you must complete and return an Enrollment Form
to the Compensation & Benefits department.
Your signature is required to authorize payroll to reduce your paycheck by the amount(s)
you have specified and to deposit the amount(s) in your spending account(s).
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Filing a Reimbursement Request:
Not eligible are the costs of transportation, overnight camping or care facilities, and
tuition for children in kindergarten or above.
You may request reimbursement for payments made to a relative, who is not a dependent.
You may not be reimbursed for payments you make to one of your dependents or your
children age 18 or younger.
Qualifying Individuals

Your children age 12 or younger, and

• Any other individuals who live in your house, and who rely on you for at least
half of their support, or are physically or mentally unable to care for themselves.
If you are divorced or legally separated, you can generally have your child's dependent
care expenses reimbursed if you are the custodial parent (i.e., if you have custody of the
child for a longer period of time during the year than the other parent).
The following exception would override the custodial parent rule and permit you, as the
non-custodial parent, to have your child's dependent care expenses eligible for
reimbursement from your dependent care spending account:
•

You provide over half of the support of the child under a multiple support
agreement.

Reporting Requirement
You are required to report, on your federal income tax return, the name(s) and tax
identification number(s) (Social Security number) of the providers of dependent care
services, and the expenses for which have been reimbursed through your dependent care
spending account.
NOTE:

department.

Your request should include proof your expense was incurred. Proof must be a written
statement from a third-party such as an original itemized bill, receipt, or your insurance
company's Explanation of Benefits (EOB). The providers name, dates of service and
amount of such expense must be included in the statement.
Receiving your Reimbursement

Individuals who qualify as dependents for the purpose of this plan are:
•

In order to receive reimbursement for an eligible expense, you must complete a
reimbursement request form. Forms are available from the Compensation and Benefits

The tax identification number is not required if the provider of
dependent care services is a tax-exempt organization.

All payments for reimbursement requests will be made directly to you and not- to a
provider of a service. Checks will generally be drawn each week.
Requests In Excess Of Your Account

•

Dependent Care Account

Should you submit a reimbursement request for more than the current balance of your
dependent care account, your request will be paid up to the balance in your account, and
the remainder of the request will automatically be paid as additional contributions are
made to your account. You do not need to resubmit your request.
•

Health Care Account

Should you submit a reimbursement request for more than the current balance of your
health care account, your request will be paid up to the total elected amount to your
account for the entire Plan Year. Unlike the Dependent Care Account, you will not have
to wait until additional contributions are made to your account to have your request paid.
Your future contributions to this account will be applied as an offset to these
reimbursements.
Requests At The End Of The Plan Year
To enable you to use your spending account for expenses incurred up to the end of the
Plan Year, you may continue to submit requests for up to 180 days following the close of
the Plan Year. Those requests must be for services incurred during the appropriate Plan
Year.
Record Of Your Account Activity
Early in the beginning of the fourth quarter of each Plan Year, you will receive a statement
providing detailed information about the activity in your spending account.
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THE SELECTFUND HEALTH CARE ACCOUNT
THE SELECTFUND DEPENDENT CARE ACCOUNT
The SelectFund Health Care Account enables you to use before-tax dollars to pay those
medical, dental and vision care expenses which are not otherwise paid by your insurable
coverage's.
Contributions

The SelectFund Dependent Care Account enables you to pay with pre-tax dollars the
expenses you incur for the care, while you are at work, of a child, elderly parent or other
dependent.
Contributions

Each year, you may contribute up to ($3,000) to the SelectFund Health Care Account.
This contribution will be deducted in equal amounts from each of your paychecks.
Eligible Expenses

Contributions to a dependent care spending account are limited by federal regulations.
You may elect to contribute up to $5,000 per year to a dependent care account plan. The
limit is $2,500 if you are married and file a separate return.

In general, health care expenses for you and your dependents are eligible for
reimbursement from your spending account if they:

Your contribution to the Dependent Care Flexible Spending Account is deducted in equal,
fixed amounts from each of your paychecks.

• Would qualify as a medical expense for Federal income tax purposes.

Employment and Earnings Limitations

• Have not been and will not be paid by Blue Cross and Blue Shield of Florida,
Inc. medical insurance plans or by another health insurance plan, and

If you are married, generally both you and your spouse must be employed in order to use
this plan to reimburse eligible dependent care expenses.

• Have not been and will not be deducted on your income tax return.

However, if your spouse is a full-time student at an educational institution or is physically
or mentally unable to care for him/herself, your spouse's income is considered to be $200
per month if there is one dependent or $400 per month if there are two or more
dependents.

Eligible reimbursable expenses under this plan include -- but are not limited to:
• Otherwise un-reimbursed medical expenses (including deductibles, and co
payments) for hospital, physician, prescription drug, dental and vision care.
• Uncovered health services such as prescription glasses, hearing aids and
orthodontia,
•

This can be important since a further limitation is that your contribution may not exceed
the earned income of the lowest-paid spouse.
For example:

Routine check-ups and physicals,

If you earn $25,000 per year and your spouse earns $3,000,

then your contribution to a dependent care spending account
could be no more $3,000 for the year.

• Psychiatric services in excess of your medical plan limits, and

Eligible Expenses

•

Eligible dependent care expenses are work-related expenses incurred for qualifying
individuals (see next sub-section). These expenses include:

Long Term rehabilitation services (alcoholism and drug abuse).

Further information on the types of health care expenses eligible for reimbursement from
the plan is available from the Compensation & Benefits department.

•

Schooling costs for children through pre-school;

•

Baby-sitting and licensed day-care center costs during the regular work day;

• Housekeeping services in your home which include day care.
8
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THE SELECTFUND HEALTH CARE ACCOUNT
The SelectFund Health Care Account enables you to use before-tax dollars to pay those
medical, dental and vision care expenses which are not otherwise paid by your insurable
coverage's.
Contributions
Each year, you may contribute up to ($3,000) to the SelectFund Health Care Account.
This contribution will be deducted in equal amounts from each of your paychecks.

THE SELECTFUND DEPENDENT CARE ACCOUNT
The SelectFund Dependent Care Account enables you to pay with pre-tax dollars the
expenses you incur for the care, while you are at work, of a child, elderly parent or other
dependent.
Contributions

Eligible Expenses

Contributions to a dependent care spending account are limited by federal regulations.
You may elect to contribute up to $5,000 per year to a dependent care account plan. The
limit is $2,500 if you are married and file a separate return.

In general, health care expenses for you and your dependents are eligible for
reimbursement from your spending account if they:

Your contribution to the Dependent Care Flexible Spending Account is deducted in equal,
fixed amounts from each of your paychecks.

•

Would qualify as a medical expense for Federal income tax purposes.

Employment and Earnings Limitations

•

Have not been and will not be paid by Blue Cross and Blue Shield of Florida,
Inc. medical insurance plans or by another health insurance plan, and

If you are married, generally both you and your spouse must be employed in order to use
this plan to reimburse eligible dependent care expenses.

•

Have not been and will not be deducted on your income tax return.

However, if your spouse is a full-time student at an educational institution or is physically
or mentally unable to care for him/herself, your spouse's income is considered to be $200
per month if there is one dependent or $400 per month if there are two or more
dependents.

Eligible reimbursable expenses under this plan include -- but are not limited to:
•

Otherwise un-reimbursed medical expenses (including deductibles, and co
payments) for hospital, physician, prescription drug, dental and vision care.

•

Uncovered health services such as prescription glasses, hearing aids and
orthodontia,

•

Routine check-ups and physicals,

•

Psychiatric services in excess of your medical plan limits, and

Eligible Expenses

•

Long Term rehabilitation services (alcoholism and drug abuse).

Eligible dependent care expenses are work-related expenses incurred for qualifying
individuals (see next sub-section). These expenses include:

Further information on the types of health care expenses eligible for reimbursement from
the plan is available from the Compensation & Benefits department.
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This can be important since a further limitation is that your contribution may not exceed
the earned income of the lowest-paid spouse.
For example:

If you earn $25,000 per year and your spouse earns $3,000,
then your contribution to a dependent care spending account
could be no more $3,000 for the year.

•

Schooling costs for children through pre-school;

•

Baby-sitting and licensed day-care center costs during the regular work day;

•

Housekeeping services in your home which include day care.
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Filing a Reimbursement Request:
Not eligible are the costs of transportation, overnight camping or care facilities, and
tuition for children in kindergarten or above.
You may request reimbursement for payments made to a relative, who is not a dependent.
You may not be reimbursed for payments you make to one of your dependents or your
children age 18 or younger.
Qualifying Individuals
Individuals who qualify as dependents for the purpose of this plan are:
•

Your children age 12 or younger, and

•

Any other individuals who live in your house, and who rely on you for at least
half of their support, or are physically or mentally unable to care for themselves.

If you are divorced or legally separated, you can generally have your child's dependent
care expenses reimbursed if you are the custodial parent (i.e. , if you have custody of the
child for a longer period of time during the year than the other parent).
The following exception would override the custodial parent rule and permit you, as the
non-custodial parent, to have your child's dependent care expenses eligible for
reimbursement from your dependent care spending account:
•

You provide over half of the support of the child under a multiple support
agreement.

Reporting Requirement
You are required to report, on your federal income tax return, the name(s) and tax
identification number(s) (Social Security number) of the providers of dependent care
services, and the expenses for which have been reimbursed through your dependent care
spending account.
NOTE:

The tax identification number is not required if the provider of
dependent care services is a tax-exempt organization.

In order to receive reimbursement for an eligible expense, you must complete a
reimbursement request form. Forms are available from the Compensation and Benefits
department.
Your request should include proof your expense was incurred. Proof must be a written
statement from a third-party such as an original itemized bill, receipt, or your insurance
company's Explanation of Benefits (EOB). The providers name, dates of service and
amount of such expense must be included in the statement.
Receiving your Reimbursement
All payments for reimbursement requests will be made directly to you and not. to a
provider of a service. Checks will generally be drawn each week.
Requests In Excess Of Your Account

•

Dependent Care Account

Should you submit a reimbursement request for more than the current balance of your
dependent care account, your request will be paid up to the balance in your account, and
the remainder of the request will automatically be paid as additional contributions are
made to your account. You do not need to resubmit your request.
•

Health Care Account

Should you submit a reimbursement request for more than the current balance of your
health care account, your request will be paid up to the total elected amount to your
account for the entire Plan Year. Unlike the Dependent Care Account, you will not have
to wait until additional contributions are made to your account to have your request paid.
Your future contributions to this account will be applied as an offset to these
reimbursements.
Requests At The End Of The Plan Year
To enable you to use your spending account for expenses incurred up to the end of the
Plan Year, you may continue to submit requests for up to 180 days following the close of
the Plan Year. Those requests must be for services incurred during the appropriate Plan
Year.
Record Of Your Account Activity
Early in the beginning of the fourth quarter of each Plan Year, you will receive a statement
providing detailed information about the activity in your spending account.
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GENERAL RULES FOR FLEXIBLE SPENDING ACCOUNTS
Regarding Contributions:
When you are first eligible to participate in the Health Care Account and Dependent Care
Account, and during the December open enrollment period each year, you may elect to
contribute a portion of your salary to your individual spending account to pay for eligible
costs you will incur during the Plan Year.
Your contributions for a Plan Year to a spending account can be used only to reimburse
eligible expenses which you incur with respect to that account. Contributions to one
account cannot be used to reimburse expenses which are eligible with respect to the other
account.

Alternative Source OfDependent Care Assistance Is Available
The federal government provides an income tax credit for dependent care expenses such
as those described above. While you may take advantage of the tax benefits available
under both the SelectFund Dependent Care Account and the Dependent Care Income Tax
Credit, you may not use them for the same expenses. You may only use them jointly to
the extent that your total expenses do not exceed $5,000 a year.
The federal income tax credit for dependent care expenses is regulated by the same rules
that govern the spending account, including the reporting requirement mentioned above.
The expenses which qualify for the tax credit are limited to $2,400 per year for the care of
one dependent, and $4,800 a year for the care of two or more dependents. More
information about these alternative sources of assistance is provided in the next section of
this booklet.

Regarding Excess Expenses:
Expenses that you incur in excess of your account balance at the end of the Plan Year
cannot be reimbursed nor carried forward for reimbursement in a subsequent Plan Year.
The Use-It-Or-Lose-It Rule:
Any balance in your account at the end of the Plan Year must be forfeited. Under IRS
rules for spending account plans, that balance cannot be carried forward to a subsequent
plan year, or used to compensate you in any way. Any funds forfeited under this so-called
use-it-or-lose-it rule will be either, a) equitably redistributed to all plan participants, or, b)
used to reduce the cost of providing this program to employees.
NOTE:

You can minimize your risk of forfeiture if you carefully and
conservatively estimate the eligible expenses you expect to incur
during the plan year before deciding on the amount you wish to
contribute to the spending account.

If You Terminate Employment:

ENROLLMENT

To help reduce the expense of health care and dental coverages, you are automatically
enrolled in the PremiumPlus, allowing you to pay contributions towards health care and
dental premiums on a pre-tax basis. If you elect health care and/or dental coverage and do
not wish to participate in PremiumPlus, you must sign a declination form. The form is
available in the Compensation & Benefits department.
If you incur expenses that would qualify for a medical deduction on your income tax
return but have not been so deducted or otherwise reimbursed through your health
benefits plan, you can pay for these expenses with pre-tax dollars if you open a SelectFund
Health Care Account.
If you incur regular expenses for the care of a child, an elderly parent or other dependent
in order that you (and if married, your spouse) may work, you can pay for those services
with pre-tax dollars if you open a SelectFund Dependent Care Account.
Completing Your Election

If you should terminate employment during a Plan Year, all contributions to your spending
account( s) will cease effective the date of your termination. For the Health Care Account,
you may only submit reimbursement expenses incurred up to your date of termination.
For the Dependent Care Account, you may only submit expenses up to the amount on
deposit at the time of your termination, provided the expense submitted is incurred in the
current plan year.

If you enroll in the SelectFund Health Care or Dependent Care Account that requires you
to make an employee contribution, you must complete the Salary Reduction Election
Form, and return it to the Compensation & Benefits department. This form is a
requirement of the IRS rules which govern these types of plans.
To open a flexible spending account, you must complete and return an Enrollment Form
to the Compensation & Benefits department.
Your signature is required to authorize payroll to reduce your paycheck by the amount(s)
you have specified and to deposit the amount(s) in your spending account(s).
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Change In Elections:

REMEMBER:

The maximum amount you may contribute to your account during a full 12-month plan
year is:
•
•

$3,000 SelectFund Health Care Account
$5,000 SelectFund Dependent Care Account

Your election is made for the Plan Year, and cannot be changed during the Plan Year
unless you experience a change in your family status.

Under the SelectFund Plan, you may change your elections regarding your participation
once a year during the December open enrollment period prior to the January 1 Plan
Anniversary Date for any reason.
During the Plan Year, you may not change your elections unless you experience a change
in your family status.
Qualifying family status changes may include: marriage, divorce or legal separation; birth
or adoption of a child; death or disability of a dependent; change in the employment status
of you or your spouse; significant change in health coverage of participant or spouse;
unpaid leave of absence, but not limited to those noted.

To avoid possible forfeiture of an unspent balance at the end of the Plan Year, you will
want to be conservative in estimating the eligible expenses you expect to incur.

If you experience one of these changes in family status, or have a question regarding your
personal situation, contact your Benefit department representative to review your
individual case.

Understanding The Tax Benefits

The Effect Of The Plan On Other Benefits

The tax benefits you receive from participating in the PremiumPlus and SelectFund Plans
derive from the fact that your contributions to the plans are made before payroll taxes
(FICA, federal, and most state and local taxes) are computed. Your salary, for tax
purposes, is reduced by the amount of your contribution, and you pay taxes only on the
reduced salary amount. The amount you save in taxes can effectively reduce the cost to
you of the health or dependent care benefits you have purchased.

The salary dollars you contribute to a spending account or for your group medical. dental
and/or life insurance under the PremiumPlus and SelectFund Plans are not subject to
federal, FICA (Social Security and Medicare) and most state and local income taxes, and
will not be included in the taxable income reported on your W-2 form. Amounts allocated
to your SelectFund Dependent Care Account will be shown in box #16 on the W-2 as
non-taxable earnings.

Salary Reduction Contributions Save You Tax Dollars

Some of the benefits provided by Blue Cross and Blue Shield of Florida, Inc. (i.e., life
and disability insurance, pension programs, etc.) are determined on the basis of your
earnings. For the purposes of determining these benefits, the PremiumPlus and
SelectFund Plans provide that your earnings will be your earnings before any salary
reduction contributions have been made.

When you pay your share of the costs for your family health care and/or dental insurance,
you save payroll tax dollars each pay period, and will notice an actual increase in your
take-home pay. The following example illustrates how salary reduction works to your
advantage.

However, under present law, your earnings, for the purpose of determining your FICA
earnings and your eventual Social Security benefits, do not include salary reduction
contributions made to the PremiumPlus and SelectFund Plans. This means that your
eventual Social Security benefits will be slightly reduced. The value of the FICA and
federal and state income tax savings to you usually exceed any reduction in your eventual
Social Security.
Further information about this is available from the Compensation & Benefits
department.
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GENERAL INFORMATION

Without
Salary Reduction

With Salary
Reduction

EFFECTIVE DATE, ELIGIBILITY AND CHANGE IN ELECTIONS:
Effective Date:
The effective date of the Blue Cross and Blue Shield of Florida, Inc., PremiumPlus and
SelectFund Plans is June 5, 1989. The first Plan Year is the (7) month period beginning
June 5 and ending December 31, 1989.
The 1990 Plan Year and all subsequent plan years will be the 12-month period beginning
on a January 1 Plan Anniversary Date.

Annual salary
Less group coverage contribution (before taxes)
Taxable income
Less estimated federal income
and Social Security taxes*
Annual income after taxes
Less group coverage contribution (after taxes)
Total annual take-home pay

Eligibility and Elections:

$25,000
- 1,200
$23,800

- 4,088
20,912
- 1,200
$19,712

- 3,816
19,984
0
$19,984

ANNUAL INCREASE IN TAKE-HOME PAY= $272

You are eligible to participate in the Plan on the earlier of:
•
•

$25,000
0
$25,000

The Plan effective date, or
1st day of employment

*

Based on estimated 1994 federal and Social Security tax rates for head of
household.

if you are a regular, full time employee. Regular, part time employees became eligible to
participate January 1, 1995.

In this simplified example, we have assumed that the employee contributes $100 a month
toward group medical coverage. This example does not include savings on state and local
taxes.

If you are enrolling (or are enrolled) in the SelectFund Plan which requires an employee
contribution, you will be asked to complete the Salary Reduction Plan Election Form.
This form is a requirement of the IRS rules which governs these types of plans.

When these insurance premiums are paid through salary reduction, this employee's taxable
income is reduced. The taxes on the reduced income are significantly lower. The tax
savings in this case is $272 per year.

To open a spending account, you must make an election by completing the enrollment
form and returning it to the Benefits department. This election must be made prior to the
Plan's Effective Date; during the open enrollment period prior to the Plan's Anniversary
Date, or prior to your eligibility date.

Understanding Your Dependent Care Benefit Options With The SelectFund Dependent
Care Account And The Income Tax Credit

Your participation in the Plan will become effective on the first day of the pay period
which begins on or after the Plan Effective Date, Plan Anniversary Date or the date the
enrollment is completed.

Currently if you are single parent, head of household, or married with a working spouse,
you are eligible to receive a Federal Income Tax Credit on up to $2,400 a year in expenses
for the care of one dependent or $4,800 a year for the care of two or more dependents.

If you do not complete the enrollment form on a timely basis, you will be considered to
have elected not to make any salary reduction contributions to pay for eligible expenses
you may incur during the Plan Year with respect to the flexible spending accounts(s).

You cannot use both the tax credit and the SelectFund account for the same dependent
care expenses, and expenses eligible for the tax credit reduced, on a dollar-for-dollar basis,
by the amount you contribute to a dependent care spending account. In deciding whether
to use the Dependent Care Account or the tax credit, you need to evaluate which will be
more advantageous to you.
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A tax credit is an amount subtracted from the actual tax you owe when you file your
annual tax return. The Federal Income Tax Credit is defined as a percentage of dependent
care expenses up to maximum expenses of:

•
•

$2,400 Per Year For One Dependent
$4, 800 Per Year For Two Or More Dependents

The percentage ranges from 3 0% down to 20% depending on your adjusted gross income.
The chart below provides a summary of the benefits of the tax credit.

INTRODUCTION
The health and welfare of you and your family is important to BLUE CROSS AND BLUE
SHIELD OF FLORIDA, INC., and we provide a program of employee benefits to help you
safeguard them. At the same time, we recognize that a number of you may incur expenses which
are not covered by the employee benefit plans in which you participate.
To assist you with these additional expenses, we are pleased to offer you a valuable opportunity to
participate in the Blue Cross and Blue Shield of Florida PremiumPlus and SelectFund plans.
FEATURES OF THE Blue Cross and Blue Shield of Florida, Inc. PremiumPlus Plan
Under the PremiumPlus Plan, if you contribute to the cost of your health and welfare benefits, you
may now do so through salary reduction. The tax savings will effectively reduce your cost for the
health care and/or life insurance plans in which you participate. If you are enrolled in the health
care and/or dental assistance insurance program, you will be considered to have elected to make
contributions for the coverage on a tax-free basis.

0 - 1 0,000
1 0,00 1 - 1 2,000
1 2,00 1 - 1 4,000
1 4,00 1 - 1 6,000
1 6,00 1 - 1 8,000
1 8,00 1 - 20,000
20,00 1 - 22,000
22,00 1 - 24,000
24,00 1 - 26,000
26,00 1 - 28,000
Over - 28,000

30%
29%
28%
27%
26%
25%
24%
23%
22%
21%
20%

$720
696
672
648
624
600
576
552
528
504
480

$ 1 ,440
1,392
1 ,344
1 ,296
1 ,248
1 ,200
1 , 1 52
1 , 1 04
1 ,056
1 ,008
960

In many cases you can receive a greater tax benefit by using the spending account rather
than the tax credit.
The following illustration shows how the Dependent Care Account can provide a greater
tax savings than the tax credit.
Note: If you earn more than the Social Security taxable wage base ($61,200
for 1995), you may pay the full amount of your FICA taxes during the
year.
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FEATURES OF THE Blue Cross and Blue Shield of Florida, Inc. SelectFund Plan
In addition, you may elect to participate in the SelectFund Plan:
•
•

SelectFund Health Care Account
SelectFund Dependent Care Account

The SelectFund accounts allow you to pay for eligible expenses with pre-tax dollars. Under a
spending account arrangement, you make pre-tax contributions to the plan from your salary each
pay period (before taxes are computed) and are then reimbursed for eligible expenses you incur
from your individual spending account(s) as you present your requests for reimbursement.
This summary plan description is designed to provide you all the information you need to
understand the salary reduction feature of the plan and to make decisions about your participation
in the options available to you. We have written this booklet with as few technical terms as
possible, so that you may clearly understand these benefits. Every effort has been made to make
the booklet as complete and accurate as possible. However, if a conflict should arise between this
booklet and the Plan, the terms of the Plan Document will govern.
The Compensation & Benefits department can supply you with any additional information you
might need to have a complete understanding of your benefits under the PremiumPlus and
SelectFund Plans. For more information, please contact the Compensation & Benefits department
at (904) 79 1 -6408.

3

The current advantage offered by the dependent care account may change as changes are
made in tax rules - so you will want to monitor your personal situation carefully, and may
wish to consult a tax advisor.
EXAMPLE:
Dave is married with two children and pays $4,800 a year in day care expenses for his twin
daughters.

Annual combined salaries
Less FlexFund deposit for child care
expenses (before taxes)
Taxable income
Less estimated federal income and
Social Security taxes *
Plus tax credit (20% of $4,800)
Annual income after taxes
Less child care expenses (after taxes)
Total annual take-home pay

*

With
Federal
Tax Credit

With
Dependent
Care Account

$35,000

$35,000

0
$35,000

- 4,800
$30,200

- 5,506
+ 960
30,454
- 4,800
$25,654

- 4,4 18
+
0
25,782
0
$25,782

Based on the married filing jointly and Social Security tax rates for 1994.

Dave and his wife will save $128 more in taxes by using the Dependent Care Account than
by using the federal tax credit.
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ERISA RIGHTS
As a participant in a benefit plan covered by the Employee Retirement Income Security
Act of 1974 (ERISA), you are entitled to certain rights and protections. ERISA provides
that all plan participants shall be entitled to:
• Examine without charge, at the plan administrator's office or at the office of your
employer, all plan documents and copies of all documents filed by the plan with the
U.S. Department ofLabor, such as detailed annual reports and plan descriptions.
• Obtain copies of all plan documents and other plan information upon written
request to the plan administrator. The administrator may make a reasonable charge
for the copies.
• Receive a summary of the plan's annual financial report. The plan administrator is
required by law to furnish each participant with a copy of this summary annual
report.
In addition to creating rights for participants, ERISA imposes duties upon the people who
are responsible for the operation of the employee benefit plan. The people who operate
your plan, called "fiduciaries" of the plan, have a duty to do so prudently and in the
interest of you and other plan participants and beneficiaries.
No one, including your employer, or any person, may fire you or otherwise discriminate
against you in any way to prevent you from obtaining a welfare benefit or exercising your
rights under ERISA.
If your claim for benefit is denied in whole or in part, you must receive a written
explanation of the reason for the denial. You have the right to have the plan reviewed and
your claim reconsidered.
Under ERISA, there are steps you can take to enforce the above rights. For instance, if
you request materials from the plan and do not receive them within 30 days, you may file
suit in a federal court. In such a case, the court may require the plan administrator to
provide materials and pay up to $100 a day until you receive the materials, unless the
materials were not sent because of reasons beyond the control of the plan administrator.
If you have a claim for benefits which is denied or ignored, in whole or in part, you may
file suit in a state or federal court.
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